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Farm  real  estate  values  advanced  2  percent  or  more  in  25  States  in  the  4 
months  ended  July  1,  1959.  In  23  widely  scattered  States,  values  on  July  1 
were  essentially  unchanged  from  the  March  1,  1959,  level.  The  national  index 
of  value  per  acre  advanced  1  percent  to  reach  169  percent  of  the  1947-49 
average  value.  Except  for  the  November  1957  to  March  1958  period  when 
values  rose  an  equal  amount,  this  was  the  smallest  increase  in  any  4-month 
period  since  July  1956. 


CURRENT  DEVELOPMENTS  IN  THE  FARM  REAL  ESTATE  MARKET 
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S'JMMARY 

Market  values  of  farm  real  estate  in  the  United  States  continued  to 
increase  during  the  spring  and  early  summer  of  1959,  but  the  rate  was  less 
than  that  of  previous  periods.  The  July  1,  1959,  index  of  average  value  of 
farm  real  estate  (land  and  buildings)  per  acre  was  169  (194"^- 49=100},  1  per- 
cent above  the  March  1  level,  and  a  new  record  high.  As  of  July  1,  the  total 
dollar  value  of  farm  real  estate  was  estimated  at  $126.6  billion.  The  total 
increase  in  average  value  since  July  1,  1958,  amounted  to  6  percent. 

Land  values  have  increased  continuously  since  early  in  1954.  A  part 
of  this  increase  has  been  due  to  the  fact  that  as  late  as  1954,  land  prices 
were  still  lower  in  relation  to  farm  income  than  they  were  in  the  pre-World 
War  II  period.  Recognition  of  -.his,  plus  the  desire  on  the  part  of  farm 
operators  to  add  land  to  their  farms,  stimulated  the  demand  for  land  and  re- 
stricted the  market  supply.  Demand  by  nonfarmers  for  farmland  has  also  in- 
creased. In  many  parts  of  the  country,  the  purchase  of  farmland  for  nonfarm 
uses  has  increased  demand  for  and  strengthened  prices  of,  other  land  nearby. 

Active  farmers  continue  to  be  the  most  frequent  buyers  of  farmland. 
In  the  12  months  ended  March  1,  1959,  they  bought  more  than  three-fifths  of 
all  farms  and  parcels  of  farmland  sold.  Nonfarmer  buyers  bought  a  little 
more  than  a  third  of  the  farms  or  tracts  sold.  Most  buyers  of  farm  property, 
77  percent,  lived  in  the  county  in  w^ich  the  property  was  located  or  in  an 
adjoining  county. 

Sales  of  farm  property  by  nonfarmer  owners  made  up  a  larger  share  of 
total  sales  during  the  12  months  ended  March  1,  1959,  than  in  any  recent 
year.  Nationally,  their  sales  amounted  to  about  a  fourth  of  the  total.  The 
proportion  of  total  sales  made  by  active  farmers  was  lower  in  1958-59  than 
a  year  earlier,  amounting  to  slightly  less  than  two-fifths. 

More  than  40  percent  of  the  purchases  of  land  in  1958-59  were  for  the 
purpose  of  adding  land  to  existing  farms.  Purchases  for  this  purpose  have 
made  up  an  increasing  share  of  the  market  since  1950,  when  they  amounted  to 
a  little  more  than  a  fifth  of  the  total. 

As  in  the  previous  3  years,  two-thirds  of  the  farmland  purchases  in 
1958-59  were  financed  with  some  form  of  credit.  The  debt  obligation  incurred 
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on  these  credit  purchases  represented  64  percent  of  the  purchase  price,  the 
same  as  in  the  previous  year.  Sellers  were  the  most  important  source  of  this 
credit  used  in  financing  transfers  of  farmland.  They  provided  all  the  credit 
necessary  for  43  percent  of  the  credit  transfers  in  1958^59.  Commercial  banks 
financed  18  percent  of  all  credit  sales.  Insurance  companies  provided  funds 
to  14  percent  of  the  credit  users,  while  the  Federal  land  banks  financed 
about  a  tenth.  The  remaining  credit  transfers  were  financed  by  individuals 
other  than  the  seller,  combinations  of  two  or  more  lenders,  or  other  miscel- 
laneous lenders. 


THE  FARM  REAL  ESTATE  MARKET  IN  MID-1959 

Market  values  of  farm  real  estate  continued  to  increase  during  the 
spring  and  early  summer  of  1959*  As  of  July  1,  they  reached  a  new  high,  69 
percent  above  the  1947-49  average.  This  makes  the  13th  consecutive  reporting 
date — the  first  of  each  March,  July,  and  November — that  has  seen  a  new  high 
established.  By  July  1,  1959,  farm  real  estate  values  were  27  percent  above 
the  post-Korean  peak  of  July  1952,  64  percent  above  the  1920  post-World  War  I 
high  point,  and  185  percent  above  the  1912-14  average. 

March  to  July  Period  Sees  Values  Rise  1  Percent 

In  the  4  months  ended  July  1,  1959,  the  United  States  average  value  of 
farm  real  estate  increased  by  1  percent.  Except  for  the  November  1957  to 
March  1958  period  when  values  rose  by  an  equal  amount,  this  was  the  smallest 
increase  in  any  4-month  period  since  July  1956.  Values  increased  by  2  per- 
cent in  the  March  to  July  1958  interval  and  each  of  the  two  succeeding  periods 
saw  increases  of  3  percent. 

As  of  July  1,  1959,  values  were  essentially  unchanged  from  the  March  1 
level  in  24  widely  scattered  States.  Values  were  2  to  4  percent  higher  in 
24  additional  States,  and  an  increase  of  5  percent  was  recorded  for  New  Mexico. 

Increase  During  12  Months  Amounted  to  6  Percent 

The  increase  in  farm  real  estate  values  during  the  12  months  ended 
July  1,  1959,  amounted  to  6  percent  nationally.  The  largest  increase,  16 
percent,  occurred  in  Florida,  but  values  were  up  8  percent  or  more  in  16 
additional  States  in  the  Northeast,  Lake  States,  Southeast,  and  West  (fig.  l). 
Increases  of  5  to  7  percent  occurred  in  26  States.  Arkansas,  Ohio,  West 
Virginia,  Virginia,  and  North  Carolina  had  increases  of  3  or  4  percent. 
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Market  Forces  on  the  National  Scene 

Farm  real  estate  values  have  been  on  a  rising  trend  since  early  in 
1942  (fig.  2).  The  movement  to  higher  levels  was  disturbed  only  twice  in 
this  17-year  period.  These  temporary  declines  occurred  in  1949  and  1952-53. 
By  July  1959,  the  total  increase  from  the  1942  level  amounted  to  219  percent. 

During  the  first  10  years  of  this  period  of  generally  rising  land 
values,  or  from  1942  through  1951,  farm  income  increased  also.  During  and 
following  World  War  II,  however,  land  prices  did  not  rise  as  rapidly  as 
farm  income.  As  a  result^  at  the  end  of  the  postwar  rise  in  income  in  1948, 
values  were  low  relative  to  farm  income.  Under  the  stimulus  of  the  Korean 
outbreak,  part  of  this  gap  was  closed,  as  land  values  increased  slightly 
more  than  income. 

In  1952,  both  farm  income  and  land  values  declined.  But  while  income 
declined  through  1957,  land  values  turned  upward  again  early  in  1954.  By 
March  1955,  the  post-Korean  record  high  level  had  been  surpassed  and  each 
date  since  then  has  seen  a  new  record  established.  A  part  of  this  increase 
has  been  due  to  the  fact  that  as  late  as  1954,  land  prices  were  still  lower 
in  relation  to  income  than  they  were  in  the  prewar  period.  Cognizance  of 
this  by  prospective  land  purchasers  and  present  owners,  plus  opportunities 
to  increase  returns  by  applying  more  efficient  techniques  to  land,  such  as 
fertilizer  application,  irrigation,  insect  and  weed  control,  stimulated  the 
demand  for  land.  Simultaneously,  the  market  supply  of  land  was  restricted 
because  the  same  conditions  encourage  present  owners  to  hold  the  land.  To- 
gether with  other  factors,  this  interaction  has  pushed  values  up  while  actual 
incomes  have  declined.  Thus  the  gap  between  incomes  and  land  values  have 
been  more  than  closed.  Expectations  of  future  earnings  of  land  appear  to  be 
given  more  weight  currently  in  land  pricing  than  are  earnings  in  the  immediate 
past.  It  seems  likely  that  where  such  expectations  of  higher  earnings  to 
support  present  land  prices  exist,  they  will  be  realized  mainly  through  the 
application  to  land  of  considerable  capital  and  exceptional  management. 

Another  broad  source  of  strength  in  the  demand  for  farmland  stems  from 
the  basic  attitudes  and  beliefs  of  people  toward  farmland.  Traditionally, 
many  people  have  viewed  land  as  providing  protection  of  capital  from  loss  of 
purchasing  power.  The  high  level  of  general  economic  activity,  increased 
personal  incomes,  and  inflationary  movements  in  the  general  price  level  have 
intensified  these  views  in  recent  years.  Both  farmers  and  nonfarmers  have 
come  increasingly  to  consider  land  as  a  desirable  tangible  asset  of  intrinsic 
value  which  offers  security  in  case  of  either  inflation  or  depression.  They 
see  unique  advantages  in  land  as  a  "storehouse"  of  wealth  that  offers  more 
satisfactions  than  other  investments,  even  though  returns  from  land  in  the 
last  few  years  may  have  been  lower. 
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Many  people  apparently  believe  that  a  growing  population,  together  with  an 
expanding  economy,  assures  a  slow,  but  steady  increase  in  the  long-term 
demand  for  land  and  the  products  it  produces.  Two  reporters  have  stated 
this  belief  as,  "They're  making  more  people,  but  no  more  land,"  and  "No  one 
can  lose  on  land  if  they  hold  on." 

The  belief  that  the  growth  in  population  will  put  pressures  on  our 
food  supply  is  not  new.  Rates  of  human  reproduction  have  risen  and  fallen 
throughout  history  in  response  to  limits  of  food  supply  and  as  reflected  in 
the  mores  of  the  day.  Malthus'  theory  would  not  have  been  wrong  if  his 
assumption  had  been  correct  —  his  error  lay  in  not  being  able  to  foresee 
the  technological  revolution  that  was  to  flare  forth  shortly  after  his  time. 
There  is  a  real  possibility  that  some  people  now  are  making  the  error  that 
Malthus  made  a  century  and  a  half  ago,  in  ignoring  the  potential  of  agricul- 
tural and  industrial  technology  to  meet  future  needs  for  food  and  fiber. 

The  effect  of  the  increasing  food  requirements  on  land  values  is  likely 
to  be  minimized  by  technological  gains  that  are  known  or  can  be  reasonably 
foreseen.  Instead  of  "Food  enough?"  the  question  now  and  during  the  next 
generation  is  more  likely  to  be  how  our  increased  production  needs  can  be 
marketed  with  returns  to  agriculture  that  will  be  comparable  to  those  of 
other  sectors  of  the  economy.  For  even  though  our  total  land  area  is  fixed, 
we  are  actually  "making  more  land"  by  increasing  the  quantities  of  food  and 
fiber  that  the  same  land  produces.  Practically  all  of  the  gain  in  farm  out- 
put in  recent  years  has  come  about  because  of  increased  inputs  of  non-real- 
estate  capital  and  management,  and  these  inputs  can  share  in  the  increased 
returns. 


Nonfarm  Uses  Affect  the  Farm  Real  Estate  Market 

In  addition  to  serving  as  the  basic  capital  good  for  agricultural 
production,  land  also  provides  living  space  for  a  growing  population.  This 
is  evidenced  in  the  dispersal  of  the  urban  population  into  rural  areas.  This 
movement  is  particularly  apparent  in  the  eastern  third  of  the  country  and 
along  the  Pacific  and  Gulf  coasts.  It  has  built  up  demand  for  tracts  of  farm- 
land or  small  farms  that  are  uneconomic  for  full-time  farming  operations  but 
that  can  be  converted  into  part-time  farms.  Nonfarm  people  seek  such  farms 
in  order  to  enjoy  the  amenities  of  country  living  and,  in  some  instances, 
to  provide  employment  for  otherwise  unemployed  family  labor.  The  high  level 
of  business  activity  and  incomes  in  recent  years  has  catalyzed  this  conver- 
sion of  land  use  by  making  possible  such  purchases  by  nonfarmers  at  an 
accelerated  rate. 

Another  important  use  of  farmland  is  its  conversion  to  strictly  resi- 
dential and  industrial  uses.  Although  this  takes  about  a  million  acres 
annually,  a  somev^at  larger  area  is  withdrawn  from  the  farm  real  estate  market 
and  held  for  these  future  uses.  It  is  becoming  apparent  that  present  demands 
for  land  for  production  and  for  land  for  space  are  two  separate  functions 


-  7  - 


of  the  market.  In  areas  in  which  owners  have  large  investments  in  improved 
farmlands  and  produce  specialty  products,  an  immediate  shift  from  crops  to 
subdivisions  often  occurs.  However,  in  many  areas  of  the  country,  the  soils 
lack  these  special  characteristics;  consequently,  the  investment  in  improve- 
ments per  acre  is  lower,  the  demand  for  the  products  produced  is  lower,  and 
the  investor  is  under  less  pressure  to  realize  a  return.  His  choice  lies 
between  committing  the  land  for  year-to-year  use  for  cropping  or  holding  it 
in  an  'idle'  or  'ripening'  status  for  possible  nonfarm  development.  There 
are  areas  in  which  fully  half  of  the  land  is  in  this  category.  It  is  not 
being  farmed  because  the  owner  is  not  interested  in  farming.  His  hopes  and 
his  plans  are  pinned  on  urban  development.  His  land  is  committed  to  that 
purpose.  Technically,  the  land  is  'urban  idle*  and  should  no  longer  be  in- 
cluded in  statistics  as  'agricultural'.  1/  Errors  in  pricing  such  land 
probably  occur  more  frequently  than  in  pricing  land  for  strictly  farming 
purposes.  Also,  vihen   even  a  few  properties  are  sold  for  nonfarm  uses,  there 
is  a  "rippling"  effect  on  prices  for  farmland  throughout  a  farming  community. 
Consequently,  many  farms  are  priced  at  a  higher  level  than  can  be  supported 
by  prospective  farm  income. 

The  strength  of  these  diverse  market  forces  had  not  abated  by  the 
summer  of  1959.  Personal  income  rose  to  a  record  annual  rate  during  July 
and  employment  was  at  an  all-time  high.  Continued  growth  in  consumer  income 
is  likely  for  the  rest  of  this  year,  and  demands  for  food  and  fiber  will  con- 
tinue to  expand. 

In  the  agricultural  sector,  prices  received  by  farmers  in  the  first 
7  months  of  this  year  have  averaged  3  percent  below  a  year  earlier.  Some 
further  decline  in  average  prices  received  may  be  expected  when  the  expanded 
marketing  of  this  year's  crops  and  livestock  gets  underway.  Even  so,  cash 
receipts  from  farm  marketings  are  likely  to  hold  close  to  the  1958  record. 
A  larger  volume  of  marketings  this  year,  which  partly  reflects  last  year's 
record  crop,  is  nearly  offsetting  lower  average  prices.  But,  with  increased 
production  expenses  and  discontinuance  of  acreage  reserve  payments,  farm 
operators'  realized  net  income  in  the  first  9  months  of  1959  was  12  percent 
lower  than  in  the  same  period  of  a  year  earlier.  Prices  paid  by  farmers 
have  shown  no  significant  change  since  the  beginning  of  the  year,  v^en  they 
averaged  close  to  2  percent  higher  than  a  year  earlier.  In  August  1959, 
prices  received  were  lowest,  relative  to  prices  paid  by  farmers,  since 
March  1957. 

Regional  Changes  in  Values  and  the  Market 

Comments  and  observations  by  State  agricultural  statisticians  in 
their  July  reports  provide  additional  information  concerning  the  more 
significant  developments  in  the  current  farm  real  estate  market  in  their 


1/  For  a  more  detailed  discussion  of  this  subject  see:  Johnson,  Hugh  A., 
Land  as  Space  for  Living.  Western  Farm  Econ.  Assoc.  Proc.  33  (1958) 


areas  at  midyear.  Farm  real  estate  values  in  all  States  of  the  Northeast 
increased  by  2  to  4  percent  in  the  spring  and  early  summer  of  1959.  The 
average  increase  for  the  region  was  2  percent,  as  changes  of  this  magnitude 
were  recorded  in  the  2  largest  States,  New  York  and  Pennsylvania,  and  in 
Connecticut  (table  1).  Farmland  values  in  the  entire  region  vary  over  a 
wide  range  because  of  pressures  of  rapid  industrial  and  urban  development- 
on  the  one  hand  and  an  increase  in  idle  land  on  the  other.  Some  farms  are 
becoming  summer  residences  while  others  are  wholly  or  partly  combined  with 
other  farms  or  the  land  is  left  idle.  In  addition,  farmland  use  ranges  from 
hay  "sold  standing"  for  a  nominal  fee,  or  none  at  all,  to  high-valued  spec- 
ialized vegetable  and  tobacco  fields. 

Land  values  were  essentially  unchanged  in  the  Corn  Belt  from  March  to 
July  1959  but  were  2  percent  higher  in  the  Lake  States.  Michigan,  with  a 
3-percent  increase,  was  followed  by  Minnesota  and  Indiana  with  a  2-percent 
increase  in  each.  Values  were  unchanged  in  Wisconsin  and  Missouri,  but  they 
were  1  percent  higher  in  the  other  3  States.  Demand  for  farmland  has  been 
strengthened  in  these  regions  by  good  livestock  prices  in  1958  and  the  early 
part  of  1959,  conversion  of  farmland  to  homesites  and  industrial  use,  par- 
ticularly in  Michigan,  Indiana  and  Ohio,  and  the  desire  for  farm  enlargement. 
The  1958  crop  season  was  favorable  throughout  the  area,  and  crop  prospects 
for  the  1959  season  were  excellent  as  of  July  1. 

Farm  real  estate  values  changed  by  1  percent  or  less  in  all  the  Plains 
States.  In  the  Dakotas,  values  declined  1  percent,  as  large  areas  of  both 
States  had  very  poor  crop  prospects  at  midyear.  In  the  other  4  States,  crop 
prospects  were  excellent  except  for  central  Kansas,  where  they  were  only  fair. 
Forage  was  dry  and  short  in  the  Northern  Plains,  while  range  feed  was  above 
average  in  the  Central  and  Southern  Plains.  The  demand  for  land  with  which 
to  enlarge  existing  farms  has  been  more  pronounced  in  the  wheat  areas  of  the 
Plains  States  than  in  any  other  segment  of  the  Nation. 

Values  in  the  Appalachian,  Southeastern,  and  Delta  regions  were 
essentially  unchanged  in  all  except  2  States.  An  increase  of  4  percent 
occurred  in  Florida,  while  in  Georgia  values  were  2  percent  higher.  The 
conversion  of  farmland  to  industrial  uses  along  the  Ohio  River  has  sustained 
demand  for  the  remaining  farmland  in  neighboring  portions  of  West  Virginia 
and  Kentucky.  In  many  areas,  paper  and  pulpwood  companies  continue  to  bid 
actively  for  available  land  suited  to  growing  trees.  The  expansion  of 
industrial  activity,  particularly  in  the  Appalachian  and  Southeastern  regions 
has  sustained  demand  for  rural  residences  and  part-time  farms  and  has  result- 
ed in  the  conversion  of  farmland  to  industrial,  commercial,  and  home  sites. 

Increases  in  value  were  general  in  the  two  western  regions.  Average 
values  increased  by  3  percent  in  the  Mountain  region  and  by  2  percent  in  the 
Pacific  region.  All  States  in  the  latter  region  had  increases  of  2  percent. 
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Table  1 .-  Percentage  change  in  index  of  average  value  of  farm  real  estate  per 
acre,  by  farm  production  regions,  selected  periods,  1957-59 


Farm 
production 
region 


Change  during  year  ending  Change  during  4  months  ending 
July-         .         July- 


1957 


1958 


1959 


1957   •  1958 


1959 


Percent  Percent  Percent  :  Percent  Percent   Percent 


Northeast — 

Corn  Belt 

Lake  States — 

Appalachian 

Southeast 

Delta  States 

Southern  Plains 

Northern  Plains 

Mountain 

Pacific 

United  States 


8 
8 
9 
7 

12 
9 
6 
5 
4 
9 


8 


6 
4 
5 
6 
9 
6 
6 
8 
6 
7 


7 
5 
7 
6 
11 
6 
6 
5 
7 
7 


3 
3 
2 
2 
4 
3 
1 
3 
3 
3 


3 
2 
2 
3 
3 
2 
2 
3 
2 
3 


2 
1 
2 
1 
2 
0 
1 
0 
3 
2 


Values  in  the  three  Central  States  of  the  Mountain  region  -  Nevada,  Utah, 
and  Wyoming  -  were  essentially  unchanged.  Increases  amounted  to  3  to  5 
percent  in  the  other  5  States. 

In  mid-1959,  crop  prospects  over  most  of  the  two  regions,  were  excel- 
lent except  for  a  belt  of  fair  to  poor  conditions  extending  from  the  Dakotas 
into  eastern  Montana,  southwesterly  across  central  Wyoming,  over  most  of 
Utah  and  western  Colorado,  and  extending  across  northern  Nevada  into  northern 
California  and  southern  Oregon.  Forage  was  generally  good  in  the  area  except 
for  parts  of  the  Southwest,  where  it  was  short  and  dry.  Dry  conditions 
throughout  the  Southwest  and  the  central  Far  West  gave  little  promise  of  good 
fall  and  winter  grazing.  Stored  irrigation  water  was  mainly  adequate  to 
complete  the  season,  at  least  in  the  larger  irrigation  projects.  But  short 
supplies  from  direct  diversion  of  streamflow  were  apparent.  Poor  fruit 
prices  of  the  last  2  years,  plus  a  continuing  disease  problem,  have  resulted 
in  some  weakening  in  the  Northwest  of  the  demand  for  land  for  orchards. 
Acreage  allotment  restrictions  in  farming  areas  of  the  region  have  resulted 
in  conversion  of  a  considerable  acreage  of  cultivated  land  into  pasture  or 
grazing  land.  Demand  by  nonfarmers  is  strong  in  the  more  densely  populated 

areas  of  the  Pacific  States,  and  particularly  in  northwestern  Washington. 
One  reporter  commented  that  he  was  now  surrounded  by  "hobby  farmers".  In 
these  areas,  farms  are  small,  and  many  are  purchased  by  industrial  workers 
who  want  to  get  away  from  the  congestion  of  the  city  and  enjoy  the  amenities 
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of  country  living.  In  some  instances,  however,  sales  are  occurring  because 
these  people  find  commuting  too  difficult  and  are  returning  to  the  city. 

FARM  REAL  ESTATE  TRANSFERS 

Active  farmers  are  the  largest  group  of  buyers  of  farm  real  estate.  2/ 
In  the  12  months  ended  March  1,  1959,  they  bought  slightly  more  than  three- 
fifths  of  all  farms  and  parcels  of  farmland  sold.  This  was  about  the  same 
as  in  the  last  few  years  (table  2). 

The  proportion  of  total  transfers  involving  active  farmers  ranged  from 
more  than  three-fourths  in  the  Northern  Plains  to  a  low  of  less  than  half  in 
the  Northeast  and  the  Southeast.  Farmers  were  more  active  in  the  market 
during  1958-59  than  a  year  earlier  in  three  regions  -  Lake  States,  Southern 
Plains,  and  Mountain.  They  were  less  active  in  the  Corn  Belt,  where  they  now 
amount  to  64  percent  of  all  buyers,  compared  with  68  percent  a  year  earlier. 

Classifying  the  active  farmer  purchasers  according  to  tenure  status 
shows  a  slight  decline  during  the  year  in  purchases  by  farmers  who  were 
formerly  tenants  and  a  slight  increase  in  purchases  by  owner-operators-  those 
who  owned  land  prior  to  the  current  purchase.  Purchases  by  tenants  accounted 
for  about  a  third  of  the  active  farmer  transactions.  Such  purchases  declined 
in  relative  importance  in  all  areas  except  the  four  southern  regions,  where 
they  made  up  a  slightly  larger  share  of  the  market  than  in  the  earlier  period. 
Purchases  by  owner-operators  made  up  a  larger  proportion  in  all  regions 
except  the  Corn  Belt,  Appalachian,  and  Southeast.  The  increase  in  purchases 
by  owner-operators  was  most  pronounced  in  the  Northeast  and  the  Lake  States. 
Among  regions,  buyers  of  this  type  are  most  important  in  the  Northern  Plains 
and  Mountain  areas,  where  they  purchased  more  than  half  of  all  farms  or  tracts 
sold.  In  these  regions,  the  process  of  farm  enlargement  is  occurring  rapidly 
and  accounts  for  a  large  share  of  total  purchases. 

Nonfarmer  buyers  continued  to  take  a  little  more  than  a  third  of  the 
farms  or  tracts  sold.  They  were  involved  as  buyers  in  35  percent  of  the  l$nd 
transactions  during  the  12  months  ended  March  1,  1959,  essentially  the  same 
percentage  as  in  the  three  previous  years.  In  the  Corn  Belt,  nonfarmers  pur- 
chased slightly  more  than  30  percent  of  the  farms  transferred  (table  3).  In 
the  Northeast  and  the  Southeast,  nonfarmers  accounted  for  nearly  half  of  all 
transfers.  It  is  in  these  areas  that  the  conversion  of  single  farms  and 


2/  For  several  years,  the  reporters  in  March  surveys  of  the  farm  real  estate 
market  have  been  asked  to  provide  selected  items  of  information  concerning 
sales  of  farm  property  in  their  areas  during  the  preceding  12  months.  One 
question  asked  the  reporter  to  indicate  whether  the  buyer  was  an  active  farmer 
or  had  some  other  occupation.  Most  of  those  buyers  who  were  classified  as 
active  farmers  can  be  assumed  to  be  individuals  whose  main  sources  of  income 
and  full-time  occupations  were  farming  activities. 
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Table  2.-  Farm  real  estate  transfers:  Percentage  distribution  by  type  of  buyer 
and  seller,  United  States,  years  ending  March  1,  1954-59  1/ 


Type  of  buyer 
or  seller 


Buyer: 

Tenant ■ 

Owner-opera tor- 
Retired  farmer- 

Nonfarmer 

Total 


Seller: 

Active  farmer 

Retired  farmer 

Estate 

Lending  agency,  county, 
State,  or  Federal  govern- 
ment— 

Other 


Total  2/- 


1954 


1955 


1956 


1957 


1958 


1959 


Percent  Percent  Percent  Percent   Percent  Percent 


23.7 

38.1 

4.3 

33.9 


24.1 

38.7 

4.4 

32.8 


21.7 

37.9 

4.9 

35.5 


19.9 

39.9 

4.2 

35.9 


20.0 

39.8 

5.2 

35.0 


19.0 

41.8 

4.0 

35.2 


100.0 


100.0   100.0 


100.0 


100.0   100.0 


51.6 
15.0 
16.4 


1.1 
15.9 


53.9    51.6     50.7 

15.8  17.0     18.2 

14.9  16.1     15.3 


.8     1.1       .7 
14.6    14.2     15.1 


47.1 
19.7 
17.0 


1.0 
15.2 


37.2 
19.5 
16.2 


1.1 

26.0 


100.0 


100,0   100.0 


100.0 


100.0   100.0 


1/  Weighted  by  the  estimated  total  number  of  transfers  at  the  farm  production 
region  level. 

2/  Primarily  nonfarm  owners 


parts  of  single  farms  into  part-time  farms  is  occurring  most  rapidly, 
ably  many  of  these  part-time  farms  are  purchased  by  nonfarmers. 


Prob- 


As  in  earlier  years,  most  of  the  buyers  of  farm  property  were  local 
residents,  that  is,  people  who  lived  in  the  same  county  in  which  the  land  was 
located  or  in  an  adjoining  county.  During  the  1958-59  season,  77  percent  of 
the  farms  and  tracts  sold  were  bought  by  local  residents.  Purchases  by  non- 
residents continued  to  be  most  frequent  in  those  areas  in  which  nonfarm  in- 
fluences on  the  farm  real  estate  market  are  most  prevalent.  Thus  in  the 
northeastern.  Delta  and  Pacific  regions,  nonresidents  made  more  than  a  third 
of  all  purchases.  They  are  of  lesser  importance  in  the  remaining  regions, 
particularly  the  Northern  Plains,  Appalachian  and  Corn  Belt,  where  local 
people  bought  more  than  80  percent  of  the  farms  that  were  sold.  In  the 
Northern  Plains,  they  accounted  for  90  percent  of  all  transfers. 
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Table  3.-  Farm  real  estate  transfers:  Percentage  distribution  by  type  of 
buyer,  farm  production  regions  and  United  States,  year  ending  March  1, 
1959  1/ 


Region 


Type  of  buyer 


Tenant 


Owner- 
operator 


Retired 
farmer  . 


Nonfarmer 


Total 


Northeast 

Lake  States 

Corn  Belt 

Northern  Plains — 

Appalachian 

Southeast 

Delta  States 

Southern  Plains — 

Mountain 

Pacific 

United  States- 


Percent  Percent 


14 
25 
26 
26 
15 
13 
14 
14 
15 
14 


36 
44 
38 
51 
40 
36 
37 
44 
60 
48 


Percent 

3 
2 

5 
6 

3 
3 
7 
5 
3 
3 


Percent 

47 
29 
31 
17 

42 
48 
42 
37 
22 
35 


19 


4: 


35 


Percent 


100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


100 


l/  Based  on  sales  reported  in  a  March  survey, 
curred  in  the  6  months  preceding  the  survey. 


Most  sales  probably  oc- 


Nonfarmer  Owners  Sell  at  a  More  Rapid  Rate 

Sales  by  nonfarmers  made  up  a  much  larger  share  of  total  sales  during 
the  12  months  ended  March  1,  1959,  than  in  any  recent  year.  For  the  first 
time,  a  limited  amount  of  information  is  available  concerning  types  of 
nonfarmer  sellers.  Local  nonfarmers  were  the  owners  of  12  percent  of  all 
the  farms  or  tracts  sold  during  the  year.  Sales  by  absentee  owners,  14 
percent  of  total  sales,  made  up  the  rest  of  the  nonfarmer  group.  Sales  by 
local  nonfarmers  were  more  frequent  than  sales  by  absentee  owners  in  the 
Northeast,  Appalachian,  and  Southeast  regions  (table  4).  Elsewhere,  their 
positions  were  reversed.  In  the  Southeast,  local  nonfarmers  made  nearly  a 
fourth  of  all  sales,  and  in  other  regions  their  proportion  of  total  sales 
varied  from  7  to  14  percent.  Sales  by  absentee  owners  were  most  important 
in  the  Pacific  region,  with  18  percent  of  all  sales,  and  the  Northern  Plains 
and  Delta  States,  with  17  percent  in  each.  In  the  remaining  regions,  their 
sales  ranged  down  to  11  percent  of  all  transfers. 

The  proportion  of  total  sales  made  by  active  farmers  was  lower  in 
1958-59  than  a  year  earlier,  and  nationally  their  sales  amounted  to  less 
than  two-fifths  of  the  total.  At  20  percent  of  all  sales,  those  by  retired 
farmers  continued  at  about  the  level  of  the  previous  year.  Nationally, 
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Table  4.-  Farm  real  estate  transfers:  Percentage  distribution  by  type  of  seller,  farm 
production  regions  and  United  States,  year  ending  March  1,  1959  l/ 


Region 


Type  of  seller 


Active 
farmer 


Retired 
farmer 


»  Estate 


Local 
nonfarmer 


Absentee 
owner 


Other 

2/ 


Total 


Percent   Percent  Percent 


Northeast 

Lake  States 

Corn  Belt 

Northern  Plains- 
Appalachian 

Southeast 

Delta  States 

Southern  Plains- 
Mountain 

Pacific 


42 

45 
31 
31 

37 
33 
41 
35 
48 
45 


20 
20 
22 
23 
17 
13 
22 
17 
19 
21 


10 
14 
23 
18 
18 
16 
8 
19 
11 


Percent 

14 

7 

9 

9 
14 
24 
10 
12 


Percent  Percent 


11 
13 
14 
17 
12 
14 
17 
16 
12 
18 


3 
1 
1 
2 
2 

3/ 
2 
1 
1 


Percent 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


United  States — 


37 


20 


16 


12 


14 


1 


100 


l/  Based  on  sales  reported  in  a  March  survey. 

2/  Includes  sales  by  lending  agencies,  county.  State,  or  Federal  governments,  and 
other  unclassified  sellers. 
3/  No  sales  reported. 
4/  Less  tbsn  1  percent. 


-sales  by  estates  showed  a  slight  decline,  from  17  percent  in  1957-58  to  16 
percent  in  the  most  recent  period.  This  source  of  market  supply  of  farmland 
continues  to  provide  a  major  part  of  the  supply  in  many  areas  of  the  country. 
In  the  Corn  Belt,  for  example,  for  several  years  slightly  more  than  a  fifth 
of  the  sales  have  been  made  by  administrators  and  executors  of  estates. 


Changes  in  Farm  Organization  as  a  Result  of  Sales 

In  recent  years,  many  thousands  of  commercial  farmers  have  found  that 
their  operating  units  contained  too  few  acres  of  land  in  relation  to  their 
other  resources  to  permit  the  most  efficient  operation.  With  increased 
pressures  for  larger  acreages  to  hold  down  or  reduce  production  costs  per 
unit,  farmers  have  turned  to  the  farm  real  estate  market  to  obtain  the 
additional  land  they  need  for  more  efficient  operating  units.  About  2 
percent  of  the  farmers  in  the  United  States  were  operating  larger  units  in 
1959  than  in  the  previous  year.  About  half  of  them  bought  this  additional 
land,  and  half  obtained  it  by  renting.  Thus,  both  the  rental  and  purchase 
markets  have  contributed  to  the  decline  in  the  total  number  of  farms.  Because 
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the  market  supply  of  land  is  limited,  farmers  are  not  always  able  to  buy 
unimproved  parcels;  they  must  buy  complete  farms.  The  transfer  of  a  parcel 
of  land  from  one  farm  to  another  does  not  affect  the  total  number  of  farms, 
but  the  number  is  reduced  when  a  complete  farm  is  bought  for  enlargement 
purposes.  New  farms  can  be  formed  from  parts  of  others,  of  course,  but  less 
than  7  percent  of  all  transfers  in  recent  years  resulted  in  this  kind  of 
change  in  operation. 

Sales  data  continue  to  show  a  slow  but  steady  decline  in  the  propor- 
tion of  total  sales  that  were  complete  farms  before  as  well  as  after  sale, 
and  a  corresponding  increase  in  the  proportion  that  were  parcels  and  tracts 
of  land.  In  1954,  for  example,  about  three- fourths  of  all  properties  sold 
were  single  farms  before  sale,  but  by  the  spring  of  1959,  single  farms 
represented  slightly  less  than  two-thirds  of  the  total  (table  5).  During 
the  same  time,  the  proportion  of  all  tracts  that  were  to  be  operated  as 
single  farms  after  sale  declined  from  65  to  less  than  half.  Land  bought 
for  addition  to  existing  farms  increased  from  29  percent  in  1954  to  42  percent 
of  the  total  number  transferred  in  1958-59.  In  this  6-year  interval,  part- 
time  farms  have  made  up  a  small  but  consistent  proportion  of  the  national 
supply  of  farms  offered  for  sale.  3/  However,  the  proportion  of  part-time 
farms  after  sale  has  shown  some  increase  in  this  period.  In  some  areas, 
part-time  farms  are  an  important  part  of  the  market.  In  the  northeast 
type-of-farming  area,  nearly  30  percent  of  the  transfers  last  year  involved 
land  to  be  operated  as  part-time  farms.  Prior  to  sale,  nearly  half  of  these 
transfers  were  classified  as  full-time  farms.  Slightly  more  than  a  fourth 
of  the  transfers  in  the  northwest  dairy  area  of  Oregon  and  Washington  were 
to  be  part-time  farms.  Other  areas  in  which  the  proportions  of  part-time 
farms  were  nearly  as  high  as  this  were  the  northeast  dairy  and  eastern 
cotton  areas.  In  the  major  farming  areas  in  the  central  part  of  the  country, 
transfers  of  part-time  farms  amounted  to  between  3  and  10  percent  of  the 
total. 

Part  of  this  shift  in  the  composition  of  the  market  reflects  the 
general  decline  in  the  total  number  of  farms,  but  it  also  arises  from  and  in 
turn  is  a  result  of  an  increased  demand  for  land  to  add  to  existing  farms. 
In  most  com^mercial  farming  areas,  parcels  and  tracts  of  land  find  a  more  ready 
market  than  do  complete  farms,  particularly  when  the  complete  farm  is  of 
above-average  size.  Often,  a  higher  total  price  can  be  realized  for  a  large 
farm  if  it  is  offered  in  two  or  more  tracts. 


3/  The  data  shown  in  this  report  probably  underestimate  the  true  proportion 
of  part-time  farms  in  the  farm  real  estate  market.  This  comes  about  because 
in  the  March  surveys,  reporters  are  instructed  to  exclude  information  about 
properties  of  less  than  10  acres  and  properties  not  used  primarily  for 
farming  purposes. 
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Table  5  .-  Farm  real  estate  transfers:  Percentage  distribution  by  method  of 
operation  before  and  after  sale,  United  States,  1954-59  l/ 


Type  of  operation 


1954  •  1955  •  1956  *  1957  *  1958  *  1959 


Single  farm  before  sale,  bought  for 
operation  as- 

A  single  farm 

Part  of  another  farm 

A  part-time  farm 

Total 

Part  of  another  farm  before  sale, 
bought  for  operation  as- 

A  single  farm 

Part  of  another  farm 

A  part-time  farm 

Total • 

Part-time  farm  before  sale,  bought  for 
operation  as-  2/ 

A  single  farm 

Part  of  another  farm 

Part-time  farm: 

Total 


Pet.   Pct«   Pot.   Pot.   Pct»   Pet, 


58 
13 

2 


73 


6 

15 

1 


55 

14 

2 


71 


6 

17 

1 


52 
15 

3 


48 

18 

3 


70 


6 

17 

1 


69 


6 

19 

1 


45 

18 

3 


66 


7 

20 

1 


43 

20 

3 


66 


5 

22 

2 


:      22 

24 

24 

26 

28 

29 

:        1 

1 

2 

1 

1 

1 

:        1 

1 

1 

1 

1 

1 

:        3 

3 

3 

3 

4 

4 

I        5 

5 

6 

5 

6 

6 

All  farms  transferred- 


100 


100 


100 


100 


100 


100 


l/  Based  on  sales  reported  in  Mareh  surveys.  Most  sales  probably  occurred 
during  the  6  months  preceding  the  date  of  the  survey. 

2/  The  data  for  properties  that  were  part-time  farms  before  sale  are  biased 
downward  because  reporters  are  instructed  to  include  only  those  properties  of 
10  acres  or  more  used  primarily  for  farming  purposes.  This  limitation  excludes 
many  part-time  farms. 


Extent  of  Purchases  for  Farm  Enlargement 

More  than  two-fifths  of  the  purchases  of  land  in  1958-59  were  to  be 
added  to  existing  farms.  Purchases  for  this  purpose  have  made  up  an  increas- 
ing share  of  the  market  since  1950  (fig.  3).  In  1958-59,  nearly  half  of 
these  purchases  were  single  farms  before  sale  and  the  rest  were  parcels  of 
land  transferred  from  one  farm  to  another. 

The  relative  importance  of  purchases  for  farm  enlargement  varies  among 
areas,  but  market  demand  and  prices  have  been  strengthened  throughout  the 
Nation.  The  western  two-thirds  of  the  country  is  still  most  strongly  affected, 
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FARMLAND  PURCHASES  FOR  FARM  ENLARGEMENT 

%  OF  TRANSFERS 
FARMING  AREA        q  20  40  60  80  100 

Northeast  Dairy 
General   Farming 
Lake  States  Dairy 
Eastern  Cotton 
Range  Livestock 
Corn  Belt 
Western  Cotton 

Wheat  (spring    &  winter) 


U.   S.    DEPARTMENT    OF    AGRICULTURE 


YEARS    EUDINC    MARCH    ) 

NEC.    59   i:9)--2782        AGRICULTURAL    RESEARCH    SERVICE 


Figure  3 


For  example,  in  the  spring  and  winter  wheat  areas,  nearly  two-thirds  of  the 
farmland  purchases  are  for  farm  enlargement  (table  6).  The  western  cotton 
and  Lake  States  dairy  areas,  however,  have  shown  the  largest  recent  increase 
in  purchases  for  farm  enlargement.  In  the  1957-58  season,  49  percent  of  all 
farm  purchases  were  for  farm  enlargement  in  the  western  cotton  areas,  but  in 
the  1958-59  season,  they  had  increased  to  nearly  60  percent  of  the  total.  In 
the  Lake  States  dairy  area,  purchases  for  farm  enlargement  increased  from  22 
percent  in  57-58  to  28  percent  in  the  most  recent  period. 

The  farm-enlargement  process  has  had  a  relatively  greater  impact  on 
farm  organization  in  areas  in  which  enlargement  purchases  make  up  a  smaller 
share  of  the  market  for  farmland.  In  these  areas,  the  proportion  of  transfers 
that  were  single  farms  prior  to  sale  and  v^ich  became  parts  of  other  farms 
after  sale  was  much  higher  than  in  areas  in  v^ich  purchases  for  enlargement 
are  more  common.  In  the  wheat  areas,  v\rfiere  45  percent  of  the  transfers  in 
1958-59  involved  tracts  of  land  sold  from  one  farming  unit  to  enlarge  another, 
less  than  a  third  of  those  bought  for  enlargement  were  single  farms  before 
sale.  In  the  Lake  States  dairy  area,  where  the  rate  of  farm  enlargement  is 
relatively  low,  three-fifths  of  the  tracts  bought  for  farm  enlargement  were 
single  farms  before  sale.  Thus,  even  though  purchases  for  farm  enlargement 
may  make  up  only  a  small  part  of  the  total  land  market  in  the  area,  the 
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Table  6.-  Farm  purchases:  Percentage  for  farm  enlargement,  selected  major 

type-of- farming  areas,  1950-59  1/ 


Type-of- farming  area 


Average 
1950-54 


1955 


1956 


1957 


1958 


1959 


Percent  Percent  Percent  Percent  Percent  Percent 


Northeast  dairy 

Lake  States  dairy 

General  farming 

Eastern  Corn  Belt 

Western  Corn  Belt 

Wheat  areas  — ■ ■ — — -- 

Western  cotton 

Western  range  livestock- 
United  States 


14 
16 
19 
29 
28 
48 
30 
31 


15 

20 
21 
40 
34 
57 
37 
37 


14 
21 
20 
41 
38 
57 
34 
38 


18 
26 
23 
45 
43 
64 
43 
39 


24 
22 
25 
46 
46 
65 
49 
48 


22 
28 
26 
50 
47 
66 
59 
48 


26 


32 


33 


38 


40 


42 


l/  Based  on  sales  reported  in  March  surveys.  Most  of  the  sales  probably 
occurred  during  the  6  months  preceding  the  date  of  the  survey. 


disappearance  of  complete  farms  and  the  effect  on  prices  as  a  result  of  farm 
enlargement  may  be  greater  than  in  areas  in  which  purchases  for  enlargement 
make  up  a  major  share  of  the  market. 


FINANCING  OF  LAND  TRANSFERS 

Two-thirds  of  the  farmland  purchases  in  1958-59  were  financed  with 
some  form  of  credit,  that  is,  the  buyer  did  not  pay  the  full  purchase  price 
with  funds  already  at  his  disposal  (table  7).  This  is  the  same  proportion 
that  was  credit-financed  in  each  of  the  previous  3  years. 

In  these  credit-financed  transfers,  the  buyers  could  finance  the 
balance  of  the  purchase  price  by  one  or  more  methods.  That  is  he  could: 

(1)  Borrow  the  funds  from  a  lender  other  than  the 
seller,  offering  the  land  as  security; 

(2)  Borrow  the  funds  with  a  personal  note  or  a  chattel 
mortgage  secured  by  nonreal  property: 

(3)  Borrow  no  funds,  but  give  the  seller  a  contract,  a 
vendor's  lien,  or  a  purchase'-money  mortgage  for  the 
unpaid  balance. 
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Table  7.-  Credit-financed  transfers:   Proportion  of  all  sales,  and  ratio  of  debt  to  consid- 
eiation,  farm  production  regions  and  United  States,  years  ending  March  1,  1955-59  1/ 


Farm  production 
region 


Proportion  of  all  sales 
credit-financed 


1955 


1956 


1957  :  1958 


1959 


Ratio  of  debt  to 
consideration 


1955 


1956 


1957 


1958 


1959 


Northeast 

Corn  Belt 

Lake  States 

Appalachian 

Southeast 

Delta  States—— 
Southern  Plains- 
Northern  Plains- 
Mountain 

Pacific 


United  States 


Pet.   Pet.   Pet.   Pet.   Pet. 


70 
65 
75 
54 
60 
62 
59 
53 
68 
74 


64 


72 
70 
78 
58 
60 
64 
70 
58 
73 
72 


74 
70 
79 
56 
59 
62 
66 
56 
72 
78 


70 
71 
78 
53 
57 
66 
67 
58 
76 
77 


72 
68 
77 
55 
59 
64 
63 
59 
73 
77 


Pet. 

62 
52 
61 
59 
66 
66 
55 
57 
64 
61 


Pet. 

63 
55 
62 
60 
70 
61 
58 
58 
67 
64 


Pet. 

65 
56 
67 
63 
69 
66 
62 
58 
66 
63 


67 


67 


67 


67 


59 


61 


63 


Pet. 

63 
59 
69 
60 
66 
64 
65 
62 
69 
65 


64 


Pet. 

67 
59 
65 
61 
69 
68 
60 
62 
70 
68 


64 


\J     Based  on  sales  of  farm  property  reported  by  farm  real  estate  dealers  and  others  in 
March  surveys.  Most  of  the  sales  probably  took  place  during  the  6  months  preceding  the 
date  of  survey. 

In  1958-59,  a  third  of  the  buyers  paid  for  land  with  funds  they  con- 
trolled before  the  transfer;  they  used  no  borrowed  funds.  About  30  percent 

of  the  buyers  were  financed  by  the  seller,  the  third  method  listed  above. 

The  rest,  or  about  two-fifths  of  the  buyers,  borrowed  funds  from  some  lender 

other  than  the  seller  and  used  either  the  land  they  bought,  other  property 

they  owned,  or  some  combination  of  real  estate  and  personal  property  as 
security. 

Each  year  since  1947-48,  more  than  half  of  the  purchases  of  farmland 
were  credit-financed.  The  proportion  so  financed  has  trended  upward  since 
estimates  were  started  in  1944  and  has  varied  among  areas  of  the  country 
(fig.  4).  In  1958-59,  as  in  earlier  years,  credit  financing  occurred  least 
frequently  in  the  Appalachian  region,  the  Southeast  and  the  Northern  Plains, 
where  it  amounted  to  less  than  60  percent  of  all  transfers  (fig.  5).  It 
continues  to  be  highest  -  at  75  percent  or  more  -  in  the  Lake  States  and 
western  regions. 


Annual  changes  in  the  average  amount  of  debt  as  a  percentage  of  the 
purchase  price  are  small,  but  longer  term  trends  are  evident.  Nationally, 
the  average  debt  ratio  for  all  credit-financed  transfers  declined  from  nearly 
70  percent  in  1941,  the  first  year  of  record,  to  about  55  percent  in  1951. 
Since  then,  the  trend  has  been  upward  and  in  the  12  months  ended  March  1,  1959, 


-   19  - 


Unifed  Stafes 


CREDIT-FINANCED  FARM  PURCHASES 


%  OF  ALL  TRANSFERS 


75 


25 


J — I — I I I I '  I  I 


J I L 


1945 


1950 


1955 


1960 


965 


U.S.  DEPARTMENT   OF    AGRICULTURE 


YEAR   ENDING  MARCH    I 
NEC.  59  (9)-2629      AGRICULTURAL    RESEARCH     SERVICE 


Figure  4 


it  was  64  percent,  as  it  was  in  the  preceding  year.  The  variation  in  the 
ratio  among  regions  has  been  relatively  small.  For  several  years,  transfers 
in  the  Corn  Belt  have  shown  a  lower  debt  ratio  than  those  in  any  other  area. 

Average  debt  ratios  conceal  considerable  variation  among  individual 
borrowers.  In  1958-59,  about  a  fifth  of  the  buyers  using  credit  borrowed 
less  than  half  of  the  purchase  price  and  accounted  for  only  a  little  more 
than  a  tenth  of  all  credit  used  to  purchase  farmland.  More  than  a  third 
of  the  buyers  incurred  debts  of  between  50  and  70  percent  of  the  purchase 
price.  This  was  the  most  frequent  debt  ratio  group  in  all  regions.  The 
second  most  frequent  debt  ratio  group  was  made  up  of  those  purchasers  who 
borrowed  between  80  and  100  percent  of  the  purchase  price,  nearly  a  fifth 
of  all  borrowers.  The  total  amount  of  credit  used  by  these  buyers,  however, 
a.mounted  to  about  a  fourth  of  the  total  amount  loaned.  Many  of  the  sales 
with  debt  ratios  of  70  percent  or  more  are  probably  contract  sales,  which 
require  smaller  downpayments  than  conventional  mortgage  financing.  During 
1958-59,  nearly  5  percent  of  the  credit  purchasers  borrov/ed  all  the  money 
with  which  they  bought  their  land. 

In  recent  years,  a  pronounced  movement  toward  higher  debt  ratios 
has  been  evident.  In  1949,  only  a  fifth  of  the  credit  sales  had  a  debt 
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equal  to  75  percent  or  more  of  the  purchase  price.  In  1958-59,  the  number 
of  sales  in  this  group  amounted  to  35  percent  of  the  total.  A  corresponding 
decrease  has  occurred  in  number  of  sales  with  debt  ratios  of  25  to  50  percent, 
which  declined  from  30  percent  of  the  total  in  1949  to  17  percent  in  1959, 
and  in  those  with  debts  of  less  than  25  percent.  The  latter  group  has  never 
amounted  to  more  than  5  percent  of  the  total,  but  in  1959,  at  2  percent,  it 
was  the  lowest  in  the  last  11  years. 

Credit  occupies  an  increasingly  important  role  in  acquiring  control 
and  use  of  land.  In  many  respects,  credit  acts  as  a  catalyst  in  the  transfer 
of  ownership.   It  does  not  affect  directly  the  productive  capacity  of  the 
land,  yet  it  makes  ownership  possible  sooner  than  if  the  buyer  were  forced  to 
save  an  equivalent  amount  from  current  earnings  before  making  the  purchase. 

In  the  12  months  ending  March  1,  1959,  about  75  percent  of  the  trans- 
fers that  were  to  be  complete  farm  units  were  credit-financed.  Although  the 
total  dollar  amount  of  the  credit  used  is  unknown,  it  represented  about  60 
percent  of  the  purchase  price  of  the  properties.  Nearly  two-thirds  of  the 
farm-enlargement  type  of  transfers  were  financed  with  some  form  of  credit. 
In  all  major  type-of- farming  areas,  the  farm- enlargement  transfers  were 
credit  financed  less  frequently  than  were  complete  farm  purchases.  Nationally, 
the  debt  incurred  made  up  about  the  same  proportion  of  the  purchase  price  as 
it  did  in  purchases  of  complete  farms. 
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Credit  has  also  a  catalytic  function  in  converting  farm  tenants  into 
landowners.  In  1958-59,  85  percent  of  the  tenants  who  bought  land  used  some 
form  of  credit  to  finance  the  purchase.  The  comparable  figure  for  owner- 
operators  was  less  than  65.  The  proportion  of  purchases  financed  with  some 
form  of  credit  was  lower  for  owner-operators  than  for  tenants  in  all  regions. 
In  the  Lake  States,  the  Northeast  and  the  Mountain  region,  more  than  90  per- 
cent of  the  tenants  used  credit.  The  relative  importance  of  credit  among 
owner-operators  was  lowest  in  the  Great  Plains  and  the  Appalachian  region. 
Less  than  60  percent  of  all  owner-operators  in  these  regions  used  credit  to 
assist  them  in  effecting  land  transfers. 

Sellers  are  an  Important  Source  of  Real  Estate  Credit 

Nationally,  sellers  were  the  most  important  source  of  credit  used  in 
financing  transfers  of  farmland.  In  the  12  months  ended  March  1,  1959,  they 
provided  all  the  credit  necessary  to  finance  43  percent  of  the  credit-financed 
transfers  of  farmland,  the  same  share  as  a  year  earlier.  Their  share  of 
financing,  however,  has  increased  since  estimates  of  credit  source  were  first 
made  in  1955.  At  that  time,  they  financed  about  a  third  of  the  credit  trans- 
fers (table  8). 

Possibly  from  half  to  two-thirds  of  the  sales  financed  by  sellers 
involved  land  contracts  rather  than  conventional  mortgages.  A  contract 
sale  differs  from  a  deed  and  mortgage  sale  primarily  in  the  fact  that  legal 
title  remains  with  the  seller  until  all  payments  on  the  contract  have  been 
made,  or  until  a  specified  percentage  of  the  total  price  has  been  paid.  Under 
the  typical  land  contract,  the  buyer  makes  a  smaller  downpayment  than  would 
be  required  under  conventional  mortgage  financing,  borrows  no  money,  and 
the  debt  obligation  is  in  the  form  of  periodic  payments  toward  the  purchase 
price,  including  interest  on  the  unpaid  balance.  Under  some  contracts,  if 
he  defaults  on  a  payment,  the  full  amount  of  the  contract  may  become  due.  If 
it  is  not  paid,  he  may  lose  both  the  downpayment  and  any  payments  he  may  have 
made  up  to  that  time. 

Land  contracts  were  used  to  finance  about  20  percent  of  all  land 
ownership  transfers  in  1959.  In  1946,  the  proportion  was  about  half  that 
large.  Thus,  sellers  have  increasingly  used  land  contracts  instead  of  taking 
back  a  mortgage  for  the  balance  due.  The  increase  in  the  use  of  contracts 
varies  appreciably  by  areas.  Largest  increases  have  occurred  in  the  Corn 
Belt,  Lake  States,  Northern  Plains,  and  Mountain  regions.  However,  sales 
contracts  are  used  less  frequently  in  the  Corn  Belt  and  the  South  than  in 
the  other  regions. 

In  some  areas,  the  high  incidence  of  seller  financing  may  indicate 
the  reluctance  of  institutional  lenders  to  make  farm  mortgage  loans  in  amounts 
sufficient  to  meet  the  needs  of  potential  buyers  with  limited  cash  for  down- 
payment.  A  seller  v\^o  is  under  pressure  to  make  a  sale  or  who  is  personally 
acquainted  with  the  buyer  and  considers  him  a  good  personal  risk  is  frequently 
willing  to  accept  a  small  downpayment.  Sellers  find  also  that  the  land  con- 
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Table  8.-  Credit- financed   farm  purchases:      Percentage   financed  by  specified  lenders, 
and  amount  of  credit  extended  as  percentage  of  purchase  price,   United  States* 
years  ending  March  1,    1955-59   l/ 


Source  of  credit 

. 

Percentage  of  credit 
financed  purchases 

- 

Credit  as 
purcha 

percentage  of 
56  price  2/ 

1955 

:1956 

:1957  : 

1958  : 

1959 

1955 

:1956 

:  1957 

:  1958 

.1959 

.Pet. 

34 

Pet. 
37 

Pet. 
41 

Pet. 
43 

Pet. 
43 

Pot. 

Pet. 
68 

Pet. 
71 

Pet. 
71 

Pet. 

Sellers  (individuals) 

:  68 

71 

Commercial  banks 

20 

19 

18 

17 

18 

52 

53 

54 

56 

59 

Insurance  companies — 

19 

18 

16 

15 

14 

49 

49 

52 

54 

54 

Federal  land  banks — 

9 

10 

10 

9 

10 

51 

52 

51 

50 

55 

Individuals  other 
than  sellers 

.  9 

6 

5 

7 

6 

60 

60 

61 

65 

61 

Two  or  more  lenders — 

2 

3 

4 

2 

2 

63 

65 

74 

70 

63 

Other  sources 

7 

7 

6 

7 

7   , 

70 

71 

71 

70 

73 

Total  or  average 

100 

100 

100 

100 

100 

59 

61 

63 

64 

64 

1/     Most  of  the   sales  probably  occurred  in  the  preceding  6  months. 

2/     Many  purchasers  of   farm  real   estate  offer  land  that  they  already  own  as  addi- 
tional   security  for  the  land  being  purchased.     Thus  the  amount  of  debt  as  a  per- 
centage of  the  purchase  price  for  purchases  reported  here  is  considerably  higher 
than   it  would  be  if  loans  were   secured  by  only  the   land  purchased,    and  is  also 
considerably  higher  than  the  ratio  of  this  debt  to  the  value  of  the   farm  real 
estate  security. 

tract  has  certain  tax  advantages  in  periods  of  rising  land  values,    such  as 
the  last  20  years.     If  the  total  payment  received  in  the  year  the  property 
is  sold   (downpayment  plus  annual  payment)  does  not  exceed  30  percent  of  the 
purchase  price,   the  sale  may  qualify  as  an  installment  sale  which,   in  many 
instances,   will  reduce  tax  payments  on  capital  gains.     Buyers,   particularly 
beginning  farmers  with  insufficient  capital   for  conventional  mortgage  finan- 
cing,   find  the  contract  attractive.     As  a  low  downpayiTient  is  required,    a 
larger  part  of  the  buyers'   capital   is  available  for  other  uses.     Annual  pay- 
ments, however,  must  exceed  normal  rental  payments  if  the  buyer  is  to  build 
up  his  equity  and  eventually  pay  off  the  contract. 


Three  leading  Institutional  Lenders  Finance  Two-fifths  of  the  Buyers 


The  seller  is  not  always  able  or  willing  to  finance  the  sale  of  his 
land.     Therefore,    if  the  buyer  needs  credit,    it  must  be  provided  by  some 
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other  lender.  The  most  important  of  these  lenders  are  commercial  banks, 
insurance  companies,  and  Federal  land  Banks.  In  the  12  months  ended  March  1, 
1959,  conmercial  banks  financed  18  percent  of  all  credit  sales.  Since  1955, 
coranercial  banks  have  gradually  declined  in  relative  importance  as  a  source 
of  credit  with  which  to  buy  farmland,  but  they  remain  the  chief  source  of 
credit  in  the  eastern  and  southern  areas  of  the  country.  Nearly  half  of  the 
credit-purchasers  in  the  Northeast  and  nearly  a  third  in  the  Appalachian 
region  were  financed  by  local  banks. 

The  tendency  for  farm  purchasers  to  use  bank  credit  more  frequently 
in  eastern  and  southern  areas  than  elsewhere  probably  arises  chiefly  from 
the  fact  that  in  these  areas,  most  land  transfers  can  be  financed  with  rel- 
atively small  loans  and  on  short  terms.  These  are  types  of  loans  which  banks 
are  well  able  to  handle.  Some  additional  factors  operate  in  the  Northeast. 
In  this  area,  banks  typically  hold  large  savings  deposits  which  can  be  invest- 
ed in  farm  mortgages.  The  fact  that  dairy  and  poultry  farming  predominate  in 
the  Northeast  may  also  contribute  to  the  importance  of  bank  financing  in  this 
region.  Good  management  is  probably  more  essential  to  success  in  these  than 
in  most  other  types  of  farming,  and  local  lenders  are  in  a  favorable  position 
to  appraise  the  quality  of  management. 

■  Insurance  companies  are  nearly  as  important  as  local  banks  in  providing 
funds  for  the  purchase  of  farmland.  Last  year  they  provided  funds  to  finance 
14  percent  of  the  transfers.  Insurance  companies  also  have  gradually  declined 
in  relative  importance  as  a  source  of  credit  to  purchase  farmland.  Tradition- 
ally, insurance  companies  have  been  most  active  in  those  areas  in  which  loans 
are  large  and  risk  is  relatively  low.  The  Corn  Belt,  and  the  Northern  and 
Southern  Plains  show  the  highest  proportion,  40  percent  or  more,  of  farm 
purchases  financed  by  insurance  companies.  In  the  remaining  regions,  insur- 
ance companies  seldom  made  more  than  10  percent  of  all  loans.  The  other 
primary  institutional  source  of  farm  real  estate  credit,  the  Federal  land 
banks,  financed  about  a  tenth  of  the  ownership  transfers  that  required  credit 
in  the  12  months  ended  March  1,  1959.  This  was  a  slight  increase  from  the 
proportion  financed  a  year  earlier,  but  the  same  as  in  1955-56  and  1956-57. 
Although  the  Federal  land  banks  made  19  percent  of  all  farm  mortgage  loans 
recorded  in  1958,  the  proceeds  of  many  of  these  loans  were  used  to  refinance 
existing  mortgages  or  other  indebtedness,  rather  than  to  buy  land. 

Each  year  some  transfers  are  financed  by  other  lenders,  but  in  the 
aggregate,  their  portion  seldom  exceeds  a  fifth  of  all  transfers  requiring 
credit.  The  chief  single  source  in  this  group  is  made  up  of  individuals 
other  than  the  sellers.  In  each  of  the  last  4  years,  however,  they  financed 
less  than  a  tenth  of  the  transfers.  Combinations  of  two  or  more  lenders 
seldom  account  for  more  than  5  percent,  while  miscellaneous  lenders  financed 
the  rest. 
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Credit  Sources  are  Similar  for  Both  Farmer  and  Nonfarmer  Buyers 

As  competition  among  lenders  for  desirable  loans  exists  in  most  areas, 
borrowers  can  usually  select  the  particular  type  of  lender  for  which  they 
may  have  a  preference.  Conversely,  lenders  can  be  selective  with  respect 
to  the  occupational  class  of  borrowers  they  finance.  Conclusive  evidence 
of  such  selectivity  was  found  in  only  a  few  areas  of  the  country.  One  of 
these  was  the  Northeast,  where  farmer-buyers  tended  to  use  Federal  land 
bank  credit  more  frequently  than  did  nonfarmer  buyers.  In  the  winter  and 
spring  wheat  areas,  the  number  of  bank  loans  that  were  made  to  nonfarmer 
buyers  was  significantly  greater  than  the  number  made  to  farmers.  In  the 
general  farming  area,  farmer-borrowers  made  up  a  larger  share  of  all  borrowers 
from  insurance  companies  than  did  nonfarmers,  based  on  the  relative  distribu- 
tion of  loans  by  all  lenders.  4/ 

The  infrequent  evidence  of  selectivity  on  the  part  of  either  borrower 
or  lender  suggests  that  in  general,  institutional  lenders  give  more  weight 
to  the  security  behind  the  loan  and  the  general  desirability  of  the  area  for 
mortgage  investments  than  to  the  occupational  class  of  the  borrower.  Some 
institutional  lenders,  however,  consider  the  probable  income  the  borrower 
can  expect  from  nonfarm  sources  in  judging  the  soundness  of  a  loan.  Income 
from  these  sources  can  provide  a  form  of  insurance  to  both  borrower  and  lender 
against  unpredictable  fluctuations  in  farm  income  which  normally  is  considered 
the  primary  basis  for  interest  and  principal  repayments. 


Sellers  Extend  Most  Credit 

Variation  in  the  amount  loaned  in  relation  to  the  total  purchase  price 
is  found  among  lender*.  Individual  sellers  continue  to  extend  the  largest 
amount  of  credit.  In  each  of  the  last  5  years,  the  average  debt  on  seller- 
financed  sales  has  exceeded  two-thirds  of  the  average  sale  price.  In  the 
12  months  ended  March  1,  1959,  debt  amounted  to  71  percent  of  the  sales  price 
as  it  did  in  the  previous  2  years.  This  high  level  of  debt  results  partly 
from  the  fact  that  nearly  all  of  the  sales  on  contract,  most  of  which  have 
a  high  debt  ratio,  are  made  by  this  group. 

Among  the  other  more  important  lenders,  loans  by  commercial  banks 
represent  a  higher  percentage  of  the  sale  price  than  loans  by  insurance 
companies  or  the  Federal  land  banks.  The  differences  among  institutional 
lenders  are  much  smaller  than  those  between  such  lenders  and  individual 
sellers.  Because  of  the  high  variability  in  individual  debt-sales  ratios, 
the  differences  between  the  averages  for  lender  groups  may  not  be  statisti- 
cally significant.  The  amount  loaned  by  commercial  banks  averaged  about 
59  percent  of  the  sales  price  in  1959,  while  insurance-company  loans  and 
those  made  by  the  Federal  land  banks  had  debt  ratios  closer  to  55  percent. 
(See  table  8).  The  percentage  of  the  purchase  price  extended  as  credit 
has  shown  a  general  increase  for  all  of  these  lender  groups  in  recent  years. 


4/ A  test  for  significance  was  made  using  the  chi-square  distribution  with 
one  degree  of  freedom  at  the  95-percent  level  of  confidence.  Expected  numbers 
were  based  on  the  distribution  at  the  type-of-farming  area  level  of  all  farmer 
and  nonfarmer  buyers  using  credit. 
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Table  9 .-  Farm  real  estate:  Index  numbers  of  average  value  per  acre,  by  States 
and  farm  production  regions,  July  1959,  and  selected  dates  l/ 

(1947-49=100) 


State  and  region  [   1940 


Maine 

New  Hampshire 

Vermont 

Massachusetts 
Rhode  Island 
Connecticut 

New  York 

New  Jersey 
Pennsylvania 
Delaware 
Maryland 
Northeast 

Ohio 
Indiana 
Illinois 
Iowa 

Missouri 
Corn  Belt 

Michigan 
Wisconsin 
Minnesota 
Lake  States 

Virginia 
West  Virginia 
North  Carolina 
Kentucky 
Tennessee 
Appalachian 

South  Carolina 
Georgia 

Florida 
Alabama 
Southeast 


See  footnote  at  end  of  table. 
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Table  9 .-  Farm  real  estate:  Index  numbers  of  average  value  per  acre,  by  States 
ana  farm  production  regions,  July  1959,  and  selected  dates  l/  -Continued 

(1947-49=100) 


State  and  region 


Mississippi 
Arkansas 
Louisiana 
Delta  States 


Oklahoma 

Texas 

Southern  Plains 

North  Dakota 
South  Dakota 

Nebraska 

Kansas- 

Northern  Plains — -» 


Montana 

Idaho 

Wyoming 

Colorado — 
New  Mexico- 
Arizona 

Utah 

Nevada- 

Mountain- 


—  J 


Washington--- 

Oregon — 

California — 
Pacific 


United  States 


43 
43 
40 
37 
36 
40 
49 
49 


104 
107 
100 
104 
107 

99 
107 

99 


162  t 

152 

121 

121 

133 

145 

136 

145 


41 

45 
41 
42 


104   139 


101 
99 

94 


42 


96 


147 
137 
147 
146 


49     103   147 


171 
158 
128 
130 
141 
157 
142 
153 


176 
161 
132 
133 
144 
161 
145 
156 


180 
164 
134 
135 
145 
164 
145 
159 


148 

156 

144 
158 


151 

162 
147 

163 


154 

164 
149 
167 


156 


161 


165 


156    159    163 


183 
169 
138 
138 
149 
168 
150 
164 


188 
174 
140 
143 
156 
173 
152 
166 


158 

167 
152 
172 


162 

171 
155 
175 


168 


172 


168    169 


1/  All  farmlands  with  improvements  as  of  March  1,  except  as  indicated. 


r 
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Table  10.-  Farm  real  estate:  Index  numbers  of  average  value  per  acre,  by  States 
and  geographic  divisions,  July  1959,  and  selected  dates  l/ 

(1912-14=100) 


State  and  division  *  1920 


1940 


1957 


1958 


March  [   July  \   Nov. 


1959 


March  [   July 


Maine 

New  Hampshire- 
Vermont 

Massachusetts- 
Rhode  Island- 
Connecticut — 
New  England- 


142 
129 
150 
140 
130 
137 


New  York 

New  Jersey 

Pennsylvania 

Middle  Atlantic- 


140 

133 
130 
140 


Ohio ■ 

Indiana-- 

Illinois 

Michigan 

Wisconsin 

East  North  Central- 


136 

159 
161 
160 
154 
171 


Minnesota 

Iowa 

Missouri 

North  Dakota 

South  Dakota 

Nebraska 

Kansas — 

West  North  Central 


161 

213 
213 
167 
145 
181 
179 
151 


Delaware 

Maryland 

Virginia 

West  Virginia 

North  Carolina — 
South  Carolina — 

Georgia 

Florida 

South  Atlantic- 


184 

139 
166 
189 
154 
223 
230 
217 
178 


199 


95 
94 
101 
113 
120 
124 


106 

86 

116 

90 


90 

77 
74 
75 
91 
84 


78 

86 
74 
59 
52 
41 
58 
71 


65 

89 
100 
112 

85 
138 

89 

82 
133 


106 


158 
159 
195 
179 
223 
241 


163 
167 
209 
193 
243 
264 


166 
171 
215 
199 
250 
269 


171 
177 
219 
207 
260 
280 


173 
181 
224 
210 
266 
285 


179 
188 
231 
219 
274 
291 


186 

193 
294 
237 


198 

198 
317 
252 


203   210 


206 
327 
254 


206 
340 
262 


214 

212 
346 
266 


221 

216 
356 
270 


221 

267  : 

281 

242 

300 

183 


231 

285 
293 
254 
311 
191 


237   241 


289 
297 
258 
318 
194 


290 
304 
263 
320 
196 


247 

295 
308 
273 
337 
204 


252 

298 
312 
275 
346 
204 


249 

248 
208 
172 
161 
127 
164 
215 


261 

265 
215 
183 
175 
136 
182 
233 


265   269 


268 
218 
188 
178 
140 
186 
239 


274 
226 
191 
181 
144 
190 
241 


278 

280 
229 
198 
192 
149 
198 
248 


281 

288 
232 
198 
190 
148 
198 
249 


190 

238 
307 
353 
183  : 
494  : 
284 
288 
428 


344 


203 

262 
335 
375 
194 
518 
298 
313 
497 


207   211 


267 
341 
383 
199 
530 
308 
320 
511 


275 

352 

397 

204 

532   : 

315 

330 

535 


371 


380   390 


218 

286 
359 
405 
209 
547 
324 
344 
572 


219 

296 
372 
399 
209 
552 
329 
350 
592 


404 


410 


See  footnote  at  end  of  table. 
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Table  10.-  Farm  real  estate:  Index  numbers  of  average  value  per  acre,  by  States 
and  geographic  divisions,  July  1959,  and  selected  dates  1/  -Continued 

(1912-14=100) 


State  and  division 


1920 


1940 


1957 


1958 


March  *  July  \   Nov. 


1959 


March  [   July 


Kentucky 

Tennessee 

Alabama 

Mississippi 

East  South  Central 

Arkansas 

Louisiana 

Oklahoma 

Texas 

West  South  Central 

Montana 

Idaho 

Wyoming 

Colorado 

New  Mexico 

Arizona 

Utah - - 

Nevada 

Mountain 

Washington 

Oregon 

California 

Pacific 


United  States 


200 
200 
177 
218 


199 

222 
198 
166 
174 


177 

126 
172 
177 
141 
144 
165 
167 
135 


148 

139 
129 
167 


157 


113 
108 
122 
106 


340 
332 
365 
368 


112   348 


95 

121 

93 

99 


340 
340 
277 
273 


99   280 


55 
92 
73 
57 
79 
89 
81 
66 


206 
327 
221 
187 
290 
320 
228 
194 


69   234 


94 
73 
98 


306 
242 

345 


94   323 


358 
350 
391 
391 


368 
357 
405 
397 


379 
367 
412 
414 


388 
385 
433 
429 


393 
390 
434 
432 


368 

364 
366 
289 

285 


378   389 


370 
382 
296 
290 


374 
384 
307 
299 


404 

384 
404 
315 
305 


408 

384 
404 
319 
307 


294 

218 
341 
234 
202 
307 
347 
238 
205 


300   308 


225 
346 
241 
205 
314 
357 
242 
208 


229 
353 
244 
210 
316 
364 
243 
213 


316 

233 
365 
252 
215 
325 
372 
251 
220 


318 

239 
376 
257 
221 
339 
383 
255 
222 


249 

325 
254 
370 


255   259 


338 
259 
382 


342 
264 

393 


265 

348 
268 
402 


273 

357 
274 
409 


345 


356   364 


373 


380 


1/  All  farmlands  with  improvements  as  of  March  1,  except  as  indicated. 


